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THE STATE FINANCES OF TEXAS DURING THE 
RECONSTRUCTION 

E. T. MILLER 
POLITICAL 

Although General Lee surrendered early in April, 1865, the 
break-up of the Confederacy did not occur in Texas until the end 
of May. Disorganization of all authority followed, and in the 
general confusion confederate and state property was appropriated 
by disbanded soldiers and even the state treasury at Austin was 
looted. The loss of property, however, was small and the disorder 
little when viewed against the background of bitter disappointment 
and uncertainty of the future which the people of the state felt 
on account of the downfall of the Confederacy. 

The arrival at Galveston on the nineteenth of June of General 
Gordon Granger initiated the first provisional government — a 
mongrel of civil and military rule, but predominantly military. 
A. J. Hamilton, who had been appointed on June 17 provisional 
governor of Texas by President Johnson arrived at Galveston on 
July 21, and proceeded soon to Austin to take office. After some 
delay a registration of those citizens of the state who would take 
the oath of amnesty was made and an election of delegates to a 
constitutional convention was ordered. The convention met in 
Austin on February 7, 1866, and was in session eight weeks. In 
the election that followed the conservative ticket, or that endorsing 
President Johnson's policy for the restoration of the state govern- 
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ments, headed by J. W. Throckmorton, was successful, and the 
amendments to the constitution were adopted. The newly elected 
government took possession on August 13, 1866, and on August 
20 President Johnson declared by proclamation that the insurrec- 
tion in Texas was at an end. The restoration to a normal state of 
civil government that was being made and the amelioration of gen- 
eral conditions that was taking place were terminated, however, by 
the reversal by Congress of President Johnson's policy. Under the 
provisions of the so-called Eeconstruction Acts, passed in March 
and July of 1867, Texas became a part of the Fifth Military Dis- 
trict, and went again under a provisional form of government 
which lasted from August 8, 1867, to January, 1870. Again, also, 
the process of emergence from the provisional form was gone 
through with, and another constitution was adopted and another 
election of state officials was held. E. J. Davis was the new gov- 
ernor-elect, and his administration, which is known as the period 
of radical rule, lasted three full years. Tt was undermined by the 
election of a democratic legislature, — the famous thirteenth, — in 
November, 1872, and fell and was swept away by the election in 
December, 1873, and the inauguration on January 15, 1874, of 
Richard Coke as governor. 

Although the Eeconstruction as a political condition ended at the 
close of 1873, and though the financial policy came under the con- 
trol of new hands at the beginning of that year, the finances of 
the state were slow in recovering from the effects of the war and 
radical rule, and it was nearly a decade before a normal condition 
was again reached. The period treated in this study, however, 
extends from the close of the war through August 31, 1874. 

EXPENDITURES 

The character and movement of expenditures are exhibited in 
Appendix A (page 110). The table there presented shows only the 
amount of warrants drawn during each fiscal year; and, owing to 
a continued treasury deficit, in only one year, 1868, are the amount 
of cash paid out of the treasury and the amount of warrants drawn 
the same. However, as the warrants drawn were demands upon 
the treasury which were eventually met, the table represents the 
policy pursued with respect to expenditures. 
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The cost of administering the state government was fluctuating 
but on the whole showed an upward tendency until 1870, and after 
that year took a violent rise. The multiplication of state employees 
and especially the increase in salaries and contingent expenses 
worked to swell the cost of running the several departments. The 
constitution of 1866 extended the term of office of the governor to 
four years and provided for a salary of $4000, which was an in- 
crease of $1000 over the former figure. This was further increased 
in 1870 to $5000. The secretary of state, the treasurer, and the 
comptroller each received annual salaries of $1800, and the com- 
missioner of the general land office, $2000, until 1866, when all 
were increased to $2500, and in 1870 they were further increased 
to $3000. Chief clerks after 1870 received $1400 to $1600. By 
the constitution of 1866 the number of judges of the supreme court 
was enlarged from three to five, and the minimum salary raised 
from $3000 to $4500. The minimum salary of district judges also 
was raised from $2250 to $3500. These substantial increases in 
salaries were ill-timed and were beyond the ability of the tax- 
paying public. The claim for an increase on account of high prices 
was stronger during the war, but neither the general price level 
nor the opportunities in private life at this time warranted the 
increases provided. 

Occasions of large annual expenditures were the sessions of the 
legislature, and to this cost of law-making may be added that on 
account of the constitutional conventions. Legislative sessions 
were frequent and long and were taken up largely with private 
legislation which could have been avoided to a great extent by a 
general corporation law. 1 The legislature, however, was not ex- 
travagant in the matter of outlays on itself either to the same 
degree or in the same fashion that characterized other southern 
legislatures of this period. Expensive chamber furniture and other 
furnishings, and champagne and cigars to enable committees to 
endure better their arduous labor do not shame Texas legislative 
annals as they do those of states which, like South Carolina, were 
ridden by carpet-baggers. There were, though, improper expend- 
itures which were cloaked under the blanket appropriation for con- 

a Message of Governor Davis, January 10, 1871; the San Antonio Daily 
Herald, April 20, May 8, and June 11, 1873; Proceedings of Taxpayers' 
Convention, Austin, 1871, p. 21. 



90 Texas Historical Association Quarterly. 

tingent expenses; pet partisan newspapers were generously sub- 
scribed for; and the mileage and per diem provided were unpre- 
cedentedly liberal. 1 

While the state departments and the legislature claim a part of 
the growth of expenditures after 1870, the bulk of the growth is 
ascribable to other objects. The cost of the judiciary more than 
doubled, but the organization of new courts and the activity of 
the state's prosecuting agents account largely for this. The in- 
crease in fee payments to sheriffs and prosecuting attorneys was 
marked, but the fee system was no more abused at this time than 
under later administrations. After 1871 disbursements from the 
available school fund took a leading place among the state's ex- 
penditures. The use of the assets of the school fund during the 
war and the failure, due chiefly to inability, to make restoration 
or reparation to that fund resulted in a suspension of its functions 
until their revival by the act of 1871. There was expended out of 
this fund during 1872, 1873, and 1874, $1,489,675, as against 
$37,885 from 1865 through 1871. Beginning in 1871 the protec- 
tion of the frontier settlements against marauding Indians and 
Mexicans called for large annual outlays. The need of protection 
became manifest immediately after the war, and failure of the 
federal government to extend it forced the state to perform the 
duty. Despite expenditures during the four years, 1871-1874, of 
$524,963, the protection extended was held to be inadequate, 2 The 
expenditures on this account were subsequently refunded to the 
state by the national government, but not during the period of the 
Reconstruction. In 1888, $922,541.52 was refunded; in 1891, 
$148,615.97. These amounts were refunded under the act of Con- 
gress of June 27, 1882, and reimbursed the state for all expendi- 
tures of this character between 1866 and 1882. Expenditures for 
the asylums, especially for the insane, increased during this 
period, but no exception can be taken to the better provision for 
the unfortunate wards of the State. There appears to have been 
some jobbery, however, in connection with the purchase of sup- 
reconstruction Journal, 1868, p. 47; the San Antonio Daily Herald, 
June 11, December 22 and 29, 1868; Flake's Daily Bulletin, August 27, 
1868; message of Governor Davis, January 14, 1873. 
2 The San Antonio Daily Herald, September 6, 1871. 
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plies for the asylums and the repairs of public buildings. 1 Except 
in 1869, when a large amount was expended for support, the peni- 
tentiary was not an expensive institution. The expediency of 
leasing it and the labor of the convicts was suggested in 1868 and 
was carried out in 1871. Thereafter the only expense of the state 
in connection with it was for the transportation of prisoners. 

Perhaps the most obnoxious of the measures of the E. J. Davis 
administration was that providing for a system of state police. 
Warrants drawn on account of the state police and the state 
militia, — almost wholly, however, for the police, — amounted dur- 
ing the period 1871-1874 to $688,091, or 15 per cent of the total 
of warrants drawn on the general revenue fund. The personnel 
of the police body, their abuse of authority, and the fact that they 
performed functions which belonged to the local governments, led 
to the abolition of the system by the democratic legislature in 
1871. 2 

Texas narrowly escaped during this period the subsidizing of 
railroads with bonds, — a policy that characterized a number of 
southern reconstruction governments and which resulted in griev- 
ous financial burdens to the states. The constitution of 1866 em- 
powered the legislature to guarantee the bonds of railroad com- 
panies to any amount not exceeding the sum of $15,000 per mile. 
No resort was made to this provision because the constitution of 
1866 was short lived, and the provision was believed to be in con- 
flict with section 33 of the constitution, which prohibited the legis- 
lature from contracting a debt to exceed $100,000, except in case 
of war, to repel invasion, or suppress insurrection. 3 The constitu- 
tion of 1869 shut out land grants to any but actual settlers, but 
permitted bond subsidies to internal improvements. By the act of 
August 5, 1870, incorporating the International Bailroad Com- 
pany, a subsidy in 8 per cent, thirty-year bonds of $10,000 a mile, 
was granted, and an ad valorem tax upon all taxable property suf- 
ficient to pay the interest and contribute to a 2 per cent sinking 
fund was authorized. The state pledged itself in this act that its 

Report of Committee on Asylums, House Journal, 14th Legislature, 
p. 14; report of Committee on Public Buildings. Ibid., p. 161. 

2 Ramsdell, Reconstruction in Texas, 302, 312. 

3 Report of Committee on Judiciary, House Journal, 11th Legislature, 
p. 733. 



92 Texas Historical Association Quarterly. 

bond subsidies to works of internal improvement should not exceed 
Sl^OOO^OOO. 1 An act carrying a subsidy of $6,000,000 in 8 per 
cent, thirty-year bonds to a road that should cross the state from 
east to west and reach the Pacific Ocean was opposed by the gov- 
ernor, and it was only when the bill had passed the legislature after 
two vetoes that he withdrew his opposition. 2 A bill that proposed 
to subsidize the East Line and Eed Eiver Eailroad Company with 
7 per cent bonds to the amount of $30,000 a mile was effectively 
vetoed. 3 It was provided in the act chartering and subsidizing the 
Pacific road that when the state should have power under the con- 
stitution to grant lands in aid of internal improvements, a land 
grant should be substituted for the bond subsidy, and this sub- 
stitution was made in 1873, following the adoption of an amend- 
ment to the constitution authorizing land donations. Bonds for 
the subsidy to the International road were signed by the governor, 
but when presented to the comptroller to be countersigned and reg- 
istered, that officer refused. The company thereupon brought suit 
to compel the signature of the comptroller, but the supreme court 
of the state reversed the judgment of the district court awarding 
a peremptory mandamus and dismissed the case on the ground 
that the judicial department of the government had no authority 
to interfere with the executive department in the performance of 
duties not ministerial in character. 4 Unblushing bribery was 
charged in connection with the passage of this International sub- 
sidy, and though the jury of a district court found the allegation 
of fraud to be untrue, the charges were so rife and upon such high 
authority as to give them credence. 5 It was a cause of wonder at 
the time that members of the twelfth legislature whose income was 
their per diem should at the end of the session be able to buy fine 
horses and furniture and to travel north. 6 

*Act of August 5, 1870, Section 10. Gammel, Laws of Texas, V, 606. 

2 House Journal, 12th Legislature, p. 1688. 

3 House Journal, 12th Legislature, p. 881. 

4 Bledsoe v. the International Railroad Company, 40 Tex., 537. 

8 Bledsoe v. the International Railroad Company, 40 Tex., 537; message 
of Governor Coke, January 12, 1875; the San Atonio Daily Herald, 
October 4 and 20, and November 24, 1870; the Houston Daily Telegraph, 
February 23 and October 19, 1871. 

"Clippings from the State Gazette and Flake's Bulletin in the San 
Antonio Daily Herald, September 27 and October 20, 1870. 
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Except for the increase in salaries under the Throckmorton gov- 
ernment and the wastefulness of the constitutional convention of 
1868, the expenditures to 1870 were not excessive. This is not 
true, however, for the period of the Eeconstruction thereafter. 
Expenditures then were beyond the ability of the state, and the 
best evidence thereof is that despite heavy taxation, bonds were sold 
to pay current expenses and a large floating debt was accumulated. 
The twelfth legislature exhibited a degree of profligacy and of open 
disregard of the state's economic condition that clinches it in the 
niche of notoriety that it holds in Texas legislative history. Mat- 
ters might have been worse, though, and that they were not so was 
due mainly to the integrity of the governor in the administration 
of the public finances. 1 

RECEIPTS 2 

The chief source of receipts during this period was taxation, and 
the main tax was, as in previous periods, the ad valorem tax upon 
real and personal property. The work of assessment and collec- 
tion was performed until 1870 by an assessor and collector, but 
thereafter assessment was by the justices of the peace, and collec- 
tion by the sheriff of each county. Under the provisional govern- 
ments assessment and collection were subject to special difficulties. 
The war had disorganized the machinery of administration, and 
in many of the counties it was impossible, owing to the opposition 
of the people to military authority, to secure an assessor and col- 
lector. In 1868, for example, thirty-nine counties out of one hun- 
dred and twenty-five had vacancies in the office. It was not infre- 
quent, too, that those who qualified were inexperienced, inefficient, 
or corrupt. 3 Despite these difficulties, however, receipts from taxes 
before 1870 were, proportionately to the rate and the total assess- 
ments, more satisfactory than after 1870. This better showing 
was due, in the first place, to the more rigid collection under the 
military authorities, and, in the second place, to less burdensome 
rates. A number of circumstances contributed to the disarrange- 

VRamsdell, Reconstruction in Texas, 318. 
2 See Appendix B, page 112. 

Comptroller's report, 1868-9, p. 4. In 1870 defaulting and delinquent 
officers were due the State $350,000. Comptroller's Report, 1870, p. 20. 
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ment of the tax system during this period, however. The escape 
and "undervaluation of real estate was favored by the provision of 
the laws which permitted its rendition either in the county of its 
situs or in the county of residence of the owner or agent. Further- 
more, the failure to get tax titles sustained by the courts because 
of the seeming impossibility for assessors and collectors to comply 
strictly with all the details of the laws regarding sale for taxes, 
robbed legal coercion of payment of its terrors. 1 Further, the tax 
year ended December 1, which resulted in the collection of taxes 
during the summer or fall, or the seasons of greatest scarcity of 
money for the farmers. 2 Back taxes piled up as a consequence of 
these circumstances, and strenuous efforts were made to collect 
them. The act of November 12, 1866, required the compilation of 
a list of all lands on which taxes were due from 1849 to 1866, and 
provided for their sale. In 1865 and 1866, 791,000 acres, and in 
1867 and 1868 the unprecedented number of 7,800,000 acres, were 
sold to the state for unpaid taxes. 3 This act was later nullified, 
and the attempt was again made in 1870 to collect back taxes, but 
failed because of the governor's veto of the appropriation to carry 
it out. 4 Subsequent attempts were of the nature of commutation 
for all unpaid amounts by payment of three or five times the 
amount of the current taxes. 

The feature of taxation under radical rule and the circumstance 
which more than any other explains the ill- working of the tax sys- 
tem is that state and local taxes together constituted too great a 
burden. In 1865, the state ad valorem rate was 12^ cents on the 
$100 valuation; in 1866 and 1867, 20 cents; in 1868, 1869, and 
1870, 15 cents; in 1871, 1872, 1873 and 1874, 50 cents. In 
1868, there was in addition to the regular tax of 15 cents, a 
special tax of 20 cents to pay the expenses of the constitutional 
convention. In 1868, the state and county ad valorem taxes 
amounted in Bexar county, for example, to $1.10 on the $100 val- 
uation, and in 1870, to $1.12^. Besides these there were state and 

Acting- Provisional Comptroller's Report, 1866; Comptroller's Report, 
1868-9, p. 7; message of Governor Coke, April 19, 1876. 
Comptroller's Report, 1874, p. 3. 
Comptroller's Report, 1868-9, p. 110. 
4 Message of Governor Davis, January 10, 1871. 
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county income, salary, poll, and occupation taxes, and city taxes. 1 
In 1871, combined state and county ad valorem rates amounted 
at a conservative estimate to $2,175, and there were besides the 
state and county poll and occupation taxes, and city taxes. 2 In 
1869, collected state and local taxes of all kinds aggregated $1,129,- 
577 ; in 1872, assessed state and county ad valorem and occupation 
taxes and local taxes for public schools amounted to $4,584,275. 3 
All of our statistics indicate an increase in taxation that was enor- 
mous. Assuming 10 per cent as a low average rate of interest on 
loanable capital, state and county taxes of $2.17 would be equiva- 
lent to an income tax of 21 per cent. No government would dare 
to levy an income tax at such a figure, and it should be no surprise 
that the imposition of this rate indirectly through the property tax 
occasioned bitter complaint and led to the undervaluation and 
escape of property. Conventions of tax-payers were held in a num- 
ber of counties, and as a culminating protest a convention of the 
tax-payers of the state was held in Austin on September 22, 23 
and 25, 1871, with two hundred and seventeen delegates present 
representing ninety-four counties. 4 This convention was called by 
the radicals, "a body of sulks and soreheads," but these epithets 
ill apply to ex-Governors Throckmorton, Pease and Hamilton and 
to the other leading men who were delegates. 5 

In estimating the weight of taxation upon the people of the 
state during this period certain federal taxes need to be consid- 
ered. The sum of the direct tax of 1861 apportioned to Texas was 
$355,106.66. By an ordinance of the convention of 1866, the state 
assumed the payment of this tax, and the comptroller was author- 
ized to effect settlement if possible by setting off against the 
amount due the amount owed Texas by the national government 
on account of advances by the state for frontier defence, unpaid 

ir The San Antonio Daily Herald, April 9, 1868, November 18, 22, 26, 
and December 22, 1870. 

Proceedings of the Taxpayers' Convention, Austin, 1871, p. 22. See 
also Clegg v. the State, 42 Tex., 605. 

3 Census of 1870, Vol. Ill; message of Governor Davis, January 14, 1873. 

Proceedings of the Taxpayers' Convention, Austin, 1871, pp. 5-8; the 
Houston Daily Telegraph, August 13, 25, September 5, 8, 19, 20, 1871; 
the San Antonio Daily Herald, September 26 and 27, 1871; the Austin 
Democratic Statesman, September 23 and 26, 1871. 

5 The Austin Daily Journal, September 21, 1871, et passim. 
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bonds of the United States held by the state, etc. 1 Nothing came 
of this, and by an act of November 13, 1866, the governor was 
authorized to have assessed and collected upon all real property a 
tax of 28 cents on each $100 of value of such property rendered 
for the year 1861, and any deficiency was to be made up from the 
state revenue account. 2 Nothing came of this measure either, how- 
ever, and all that was collected of the tax was that effected by the 
United States internal revenue agents in 1865 and 1866. Up to 
the time of the suspension of collection by the act of Congress of 
July 28, 1866, there was credited to Texas $180,841.51, leaving the 
amount uncollected $174,265. 16. 3 

More burdensome than the direct tax was the federal tax upon 
cotton which was levied from 1864 to 1867. It was 2 and 3 cents 
a pound and its collection was rigidly enforced. The total paid 
by Texas was $5,502,401. 4 

Besides the general property tax, the state levied income, busi- 
ness and poll taxes. The income tax levied during the war was 
not an income tax in the strict sense of the term but was really an 
occupation tax. Governor Throckmorton recommended certain 
changes in it, the chief ones being that the rates should be grad- 
uated and that there should be an exemption. 5 His suggestions 
were carried out in the act of November 6, 186 6. 6 This act pro- 
vided that there should "be levied on and collected from every 
person, firm, corporation, or association, doing business within this 
state, at any time during the year 1866, and in every year there- 
after, an annual income tax, as follows: on the first $1000 of net 
taxable income, a tax of 1 per cent; on the second, a tax of 1-J 
per cent; on the third, fourth and fifth, a tax of 2 per cent; and 
on all taxable income above $5000, a tax of 3 per cent." 

1 Gammel, Laws of Texas, V, 891. 

2 Gammel, Laws of Texas, V, 1175. 

8 House Executive Document, No. 159. Forty-ninth Congress, Second 
Session; Dunbar, "The Direct Tax of 1861," in Quarterly Journal of Eco- 
nomics, III, 450, 453; the Southern Intelligencer, May 10 and June 7, 
1866. By the act of Congress of March 2, 1891, refunding the direct tax, 
Texas received $180,886.72. This amount was held in trust for, and dis- 
tributed to, those who paid or their heirs, until March 2, 1897, when the 
balance of $66,197.89 reverted to the general treasury of the state. 

4 51 Cong., 1 Sess., House Report, No. 683. 

6 House Journal, 11th Legislature, Regular Session, p. 79. 

e Gammel, Laics of Texas, V, 1009. 
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This tax was known as the "income tax." It was provided also 
"that upon the salaries of all salaried persons, serving in any capac- 
ity whatever, except upon persons in the army or navy of the United 
States, or those whose salaries are $600 or less per annum, an an- 
nual tax of one-half of 1 per cent on all sums over $600 so received" 
should be levied. This tax was known as the "salary tax." 

In the assessment of the income tax the sworn schedule provided 
for a statement of the gross income and the deductions therefrom. 
The following deductions were allowed: from all incomes, when 
returned by heads of families, $600; losses on real estate, if pur- 
chased within the year; interest, taxes; amount actually paid for 
rent of homestead ; and salaries. In addition to these, rent, insur- 
ance, and other expenses were allowed to be deducted from the 
profits of trade; from the rent of land, the average annual outlay 
for the repair of fences was deductible; and from the rent of build- 
ings, actual repairs, not to exceed 10 per cent of the rent and in- 
surance paid by the owner; from farming operations, the amounts 
paid for labor, repairs, live stock bought and sold during the year, 
insurance, and interest on any incumbrance upon the farm. 1 

It is to be noted in regard to the assessment of the income tax 
that no use whatever was made of the principle of stoppage at the 
source. The salary tax also was self-assessed. 

The income and salary taxes were in operation Rye years, or from 
1866 to 1870. The returns, and especially those of the salary tax, 
were small. The law was poorly drawn and laxly administered, 
and evasion was wholesale. In 1867, no incomes were assessed in 
forty-two and no salaries in one hundred and one out of one hun- 
dred and thirty- three counties; in 1868, no incomes were assessed 
in sixty-one out of one hundred and thirty-six counties, and no 
salaries in one hundred and fifteen counties. 2 

The business taxes levied during this period were the customary 
specific occupation taxes, the income tax as described above, and 

x Act of November 10, 1866, Gammel, Laws of Texas, V, 1058. See 
Millar v. Douglass, 42 Tex., 288. 

Comptroller's Report, 1868-9. Income tax assessed in 1867, $38,892; 
salary tax assessed in 1867, $1186; ad valorem and poll taxes assessed in 

1867, $354,418; income tax assessed in 1868, $14,600; salary tax assessed 
in 1868, $1086; ad valorem and poll taxes assessed in 1868, $310,626; per 
eent of income and salary taxes to total assessed taxes in 1867, 10; in 

1868, 4.8. 
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the special tax upon the receipts of railroad, telegraph and insur- 
ance companies. The occupation tax embraced a widening range 
of vocations as time went on, and especially after the discontin- 
uance of the income tax in 1870. It is interesting to note that in 
1866 an ad valorem tax on money loaned and on merchandise 
higher than the general ad valorem tax was levied under the guise 
of an occupation tax. This feature, which was observable in ante- 
bellum taxation and represented a spirit of hostility to money lend- 
ers and merchants, does not reappear in subsequent acts. The 
occupation taxes were frequently changed, and those upon the retail 
liquor business particularly showed violent fluctuations. There 
were defects in the laws levying them and laxity of administration, 
especially in the matter of light penalties for non-payment and of 
the absence of checks upon collections. 1 

This period is important in the history of corporation taxation 
by the state for the attempt to make use of special corporation 
taxes. Until 1870, the method of taxing corporations was by the 
property tax and the income tax. In 1870, there was levied, in 
addition to the general property tax, an annual tax of 2 per cent 
upon the gross receipts of railroad, insurance, and telegraph com- 
panies. 2 In 1871, this was changed, and railroad and telegraph 
companies became subject to a tax of 1 per cent upon net receipts, 
life insurance companies to an annual occupation tax of $500, fire 
and marine insurance companies to one of $250. A few days later 
a tax of 1 per cent upon gross receipts was substituted for the 2 per 
cent tax upon net receipts. This combined use of the property and 
the receipts tax was thought to operate unfairly upon railroads as 
compared with telegraph companies because of the greater amount 
of tangible property owned by the railroads, and an increase in the 
tax upon telegraph companies to 5 per cent of their gross receipts 
was suggested. 3 The legislature, however, passed a bill which re- 
lieved railroads of taxation by the property tax, but it was vetoed 
by the governor on the ground that since the counties were not 
allowed to tax the receipts of railroads, fairness required that the 

Comptroller's Report, 1874, p. 56. 
2 Gammel, Lcms of Texas, VI, 373, 390. 

8 Message of Governor Davis, April 24, 1871. House Journal, 12th Leg- 
islature, Second Session, p. 1198. 
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ad valorem tax should not be remitted. 1 The result of this differ- 
ence of opinion between the governor and the legislature was the 
repeal of the receipts tax, leaving only the ad valorem property tax 
applicable. 2 Corporations got off with comparatively light tax- 
ation, and for the first time in the state's tax history there appeared 
complaints of the working of the property tax as applied to cor- 
porations. 3 

A poll tax of $1 was levied throughout the Keconstruction period. 
Until 1871 it applied to all males over twenty-one years of age, 
thereafter to those only between twenty-one and sixty years, with 
the usual exceptions of Indians and persons non compos mentis. 
The tax of 1871 and thereafter was for the benefit of the public 
schools. The penalty for failure to pay this tax was that the per- 
son failing should not receive any money due him from the state 
or the county until the tax with interest had been paid. That there 
was considerable evasion of the tax may be inferred from the fact 
that whereas the census of 1870 reported the number of males of 
twenty-one years of age and upward at 169,258, the number as- 
sessed for the poll tax in 1869 was only 95,895. 4 

Next to taxation the chief source of receipts was the sale and 
hypothecation of bonds. The attempt was made during the 
Throckmorton administration to issue frontier defence bonds, but 
it was unsuccessful. Upon the establishment of the Davis admin- 
istration, however, the issue and sale of bonds began. Eeceipts 
from sale and hypothecation during the four years 1871-4 amounted 
to $1,406,650.60 as compared with $3,900,766 derived from tax- 
ation. 

Eeceipts from the sale of land were neglibly small on account of 
the policy of giving away the public domain to actual settlers. 
Heads of families without a homestead were entitled to one hun- 
dred and sixty, single men to eighty, acres. The conditions at- 
tached to the gift were three years' residence upon the land and 
payment of the land office fees. The convention of 1868 granted 

^Message of Governor Davis, November 28, 1871. Senate Journal, 12tli 
Legislature, Second Session, p. 466. 

2 Act of December 1, 1871. Gammel, Laws of Texas, VII, 57. 

s Message of Governor Davis, January 14, 1873. House Journal, 13th 
Legislature, p. 20. 

4 Census of 1870, Vol. I; Comptroller's Keport, 1870, p. 85. 
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to Texans who had served in the Union army a bounty of land 
which varied from eighty to three hundred and twenty acres per 
man. Previous to the constitution of 1869 and after the adoption 
of the constitutional amendment of 1873 grants also were made 
to railroads, and nine of the roads chartered during 1873 and 1874 
received grants. School lands and certain other lands were re- 
served from location by settlers or railroads, but only a small 
amount of them were sold, and that during the early part of the 
period. One of the merits of the Reconstruction governments is 
that the school, university, and asylum lands were not suffered to 
be spoliated. ISTo provision for their sale was really made until 
1874. 

SCHOOL FUND 

At the beginning of this period the assets to the credit of the 
school fund were $1,753,317 of 6 per cent railroad bonds, $320,- 
367.13 of 6 per cent state bonds, and $19,474 in state warrants. 

The amended constitution of 1866 reserved to the school fund 
its former endowments of securities and lands, but it did not pro- 
vide, as had the old constitution, that a part of the annual revenue 
of the state derived from taxation should belong to the fund. As 
a result, the receipts during the five years 1866-1870 were from 
lands and railroad bonds only and were insignificant in amount. 
The constitution of 1869 made some important changes. Endow- 
ments theretofore made were confirmed, and all of the proceeds 
of the public domain, one-fourth of the annual revenue from tax- 
ation, and a poll tax of $1 were granted. By the act of August 13, 
1870, the present division of the school funds into a permanent 
fund and an available fund was made. Under the new tax pro- 
visions a total of $1,053,625 was received by the available fund 
during the four years 1871-1874. Apportionment, which had been 
suspended since the war, was begun in 1872, the per capita vary- 
ing between $1.81 and $1.95. As there was little local taxation to 
supplement the state apportioned funds, the school facilities af- 
forded were meager, but any facilities at all represented a step 
forward. Such opposition as was expressed to taxation for schools 
was not against the state taxes but against the taxes which the 
county or school districts were empowered to levy. Most strongly 
protested was the 1 per cent ad valorem tax which the directors of 
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each school district could, by the act of April 17, 1871, levy for 
the purpose of building schoolhouses and maintaining schools. 1 

A question which came up for consideration during this period, 
and which was of great importance to the school fund, was the ad- 
justment of the indebtedness of the railroad companies to the fund. 
The act of November 10, 1866, gave the companies the privilege 
of paying the interest past due in installments, the last payment 
to be made June 1, 1870. During 1867 and 1868, $60,871.73 was 
paid. On March 1, 1868, the companies owed $450,140.08 on ac- 
count of accrued interest, and $1,753,317 as principal, or a total 
of $2,203,457.08. 2 The Eeconstruction Convention of 1868-9 was 
disposed not to be lenient with the companies. It granted relief 
to the Houston and Texas Central, to which was joined the Wash- 
ington County railroad, and to the Southern Pacific, but the Hous- 
ton Tap and Brazoria and the Texas and New Orleans were or- 
dered sold. 3 Belief was extended to all the roads by the act of 
August 13, 1870, permitting payment every six months of interest 
and in addition 1 per cent toward a sinking fund. The only road 
sold for failure to accept these provisions was the Houston Tap 
and Brazoria. The amount obtained from this sale was $130,000. 4 
The Houston and Texas Central and the Southern Pacific were 
permitted to exchange for their indebtedness new 7 per cent bonds, 
and the Central was further favored by having credit allowed it 
for the sums paid for interest in treasury warrants during 1864 
and 1865. 5 The validity of the payments of state warrants during 
the war was subsequently contested, however, but settled in favor 
of the railroads, Interest payments were resumed by the compa- 
nies in 1871, but the experience with them was responsible for the 
constitutional provision that future investments of the school fund 
should be in United States bonds. 

In 1868, $82,168.82 in 5 per cent state bonds appeared among 
the assets of the permanent school fund. These bonds replaced 

Proceedings of the Tax-payers' Convention, Austin, 1871, pp. 17, 22 
and 27; Kinney v. Zimpleman, 36 Tex., 554. See also Clegg v. the State, 
42 Tex., 605. 

Comptroller's Report, 1868-9. 

3 Gammel, Laws of Texas, VI, 58, 89, 47 and 48. 

Comptroller's Report, 1871. 

5 Gammel, Laics of Texas, VI, 58, 89 and 325. 
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that amount of cash which was derived from the payment of United 
States bonds belonging to the fund and which had been used by the 
state government. They were regarded as a valid debt of the state, 
but no interest was paid on them. The 6 per cent bonds for 
$320,367.13 which were executed to the fund during the war in 
funding state treasury warrants received from railroads in pay- 
ment of the interest and principal of their indebtedness, were not 
recognized as a valid debt during this period. 1 

UNIVERSITY FUND 

The university fund had been depleted of its assets by the legis- 
lation of 1860 and was possessed of nothing at the beginning of this 
period except some state warrants and a comptroller's certificate 
of indebtedness, both of which were of doubtful validity. 

The constitution of 1866 reserved to university purposes the pre- 
vious grants, but the constitution of 1869 made no reference what- 
ever to the subject. The act of Novembei 12, 1866, provided for 
the issue to the fund of $134,472.26 of 5 per cent state bonds to 
replace the United States bonds and interest on same which were 
appropriated in 1860. No interest was paid on this debt, however, 
during this period. Measures were passed in 1870 and 1871 au- 
thorizing the sale of the university lands, but they were vetoed by 
Governor Davis on the ground that there existed no necessity for 
sacrificing these lands. 2 The act of April 8, 1874, provided for 
the sale of the lands, however, and the receipts under this act are 
the only ones accruing to the fund from any source during the 
Eeconstruction period. 

AGRICULTURAL AND MECHANICAL COLLEGE 

By the act of Congress of 1862 and the supplementary act of 
1866, Texas received from the United States land scrip for 180,000 
acres for the purpose of establishing an agricultural and mechan- 
ical college. This scrip was sold in 1871 at 87 cents an acre, the 
amount realized being $156,600. This was quite as well as other 
states did in the sale of their scrip, but representing as it did some 

^Message of Governor Davis, August 6, 1870. 
2 Veto message of May 29, 1871. 
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of the best land of the national domain, it was unfortunate that 
it could not have been held for sale till a later date. 1 The pro- 
ceeds were invested in $174,000 7 per cent frontier defence bonds 
of the state and in $12,000 10 per cent bonds of Brazos county; 
$12,000 of the proceeds were drawn under the pretence that it was 
necessary to purchase the lands required for the location of the 
college, but the money was loaned and the comptroller held unpaid 
notes for it; $21,096 also was expended for a worthless foundation 
for the main building. 2 

PUBLIC DEBT 

The amended constitution of 1866 limited the debt that could 
be contracted by the legislature to $100,000, except in case of war, 
to repel invasion, or suppress insurrection. And the convention of 
1866, in conformity with the fourteenth amendment to the consti- 
tution of the United States, declared the debt created in aid of 
the war null and void, and the civil debt contracted between Jan- 
uary 28, 1861, and August 5, 1865, except warrants issued in pay- 
ment of services, or liabilities incurred, before January 28, 1861, 
also was nullified. 3 The arguments advanced in support of repu- 
diating the civil debt were: first, that it consisted largely of treas- 
ury warrants which had been issued with the intention of their 
circulation as money, and were therefore in violation of article VII, 
section 8 of the amended constitution of 1861 ; second, that the 
assumption of this debt would bankrupt the state; third, that the 
warrants were in the hands of domestic speculators who had evaded 
military service during the war; and, fourth, that a large amount 
of the debt had been contracted for the persecution of Union sym- 
pathizers. 4 Opposing arguments were based on the injustice to 
those who had furnished their services and goods to the state insti- 
tutions and civil departments and on the effect the repudiation 
would have on the credit of the state. 5 

x The San Antonio Daily Herald, April 14, 1871. 
2 House Journal, 14th Legislature, p. 119. 
8 Gamme], Laws of Texas, V, 887, 900. 
4 Ramsdell, Reconstruction in Texas, 102. 

Convention Journal, 1866, p. 117; House Journal, 11th Legislature, 
p. 193. 



104 Texas Historical Association Quarterly. 

The Throckmorton administration of 1866 authorized, the issue 
of $500,000 8 per cent frontier defence bonds, and created an 
auditorial board. None of the frontier bonds were issued, but pur- 
suant to the convention ordinance of April 2, 1866, providing for 
the issue of 5 per cent bonds to take the place of the United States 
bonds and interest coupons transferred from the university fund 
in 1860 and those appropriated since the close of the war belonging 
to the common school fund, $134,472.26 of 5 per cent state bonds 
were issued to the university fund and $82,168.82 to the school 
fund. 1 

The auditorial board of 1866, up to the time of the close of its 
work, estimated the valid debt of the state at $332,436.90, but of 
this amount it had audited only $149,145.34. Of this latter amount 
$6894.24 had been issued since the close of the war. The board 
issued $125,000 6 per cent bonds, known as the Throckmorton 
bonds, to take up a part of the audited debt, the balance, or $24,- 
045.34, being represented by certificates of debt. This determina- 
tion of the debt was not regarded as a full statement and, besides, 
was not thought to adhere to the requirements of the constitution. 2 

The constitution of 1869 is unique among Texas constitutions 
for the absence of any limit to the debt-creating power of the legis- 
lature. It said simply that upon the creation of state debt, ade- 
quate means for the payment of the current interest and a 2 per 
cent sinking fund should be provided. This constitution also con- 
tained the provision which pronounced the war debt, military and 
civil, void, and went a step beyond the ordinance of 1866 with the 
provision that "all unpaid balances, whether of salary, per diem, or 
monthly allowances, due to employes of the state, who were in the 
service thereof on the said 28th day of January, 1861, civil or mili- 
tary, and who gave their aid, countenance or support to the rebel- 
lion then inaugurated against the government of the United 
States," were forfeited, and all the 10 per cent interest warrants 
issued during the war for non- interest warrants were declared 
paid and discharged. The repudiation of the civil debt in 1866 
and this additional repudiation by the constitution of 1869 were 

'Gammel, Laws of Texas, V, 1126; Comptroller's Report, 1870. 
Comptroller's Report, 18C8-9, p. 1; Comptroller's Report, 1870, p. 8. 
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not enjoined by national law and they can not be justified by any 
moral sense. 

A bill was introduced in the called session of the twelfth legis- 
lature in 1870 to audit and ascertain the public debt, but it was not 
passed until the eve of adjournment and did not receive the sig- 
nature of the governor. 1 At the regular session, however, a simi- 
lar measure was passed and became a law. 2 The auditorial board 
created by it reported under date of September 1, 187 1. 3 It stated 
that it had been unable to find any error in the auditing by the 
board of 1866, with the exception of $10,283.13 allowed as interest 
on non-interest warrants. In regard to the unpaid balances due 
on January 28, 1861, and the 10 per cent interest warrants ex- 
changed during the war for non-interest warrants, the validity of 
which was interdicted by the constitution of 1869, the board said 
that the former character of claims would not exceed $10,000, 
that the warrants exchanged amounted to $78,466.51, and that the 
board of 1866 had funded $40,000 of these claims in 6 per cent 
bonds. The new board further stated that the holders of these 
bonds refused to submit them for cancellation. On account of the 
higher interest (10 per cent) which the valid portion of the claims 
would bear if re-audited as compared with the 6 per cent interest 
which the bonds bore, it was estimated that the state would save 
only about $25,000 by repudiating the claims. In view of these 
circumstances, the board recommended that the action of the board 
of 1866 be confirmed, and this was adopted by the act of November 
13, 1871. 4 As a result of the action of the two auditorial boards 
a total debt of $251,047.84 was recognized. 5 While a small portion 
of this amount, — the records do not disclose how much, — was in- 
curred after the close of the war, it may be regarded as the pre- 
Reconstruction debt due individuals. 

The beginning of the Reconstruction debt proper was in 1870. 
By the act of August 5, 1870, the issue of $750,000 of 7 per cent 
go]d bonds, redeemable after twenty years and payable after forty 

Comptroller's Report, 1870, 10. 

2 Act of May 2, 1871, Gammel, Laws of Texas, VI, 969. 

'House Journal, 12th Legislature, Second Session, p. 66. 

4 Gammel, Laivs of Texas, VII, 27. 

^Comptroller's Report, 1874, p. 77. 
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years, was authorized to meet the appropriations made for main- 
taining ranging companies on the frontier. 1 Authority was given 
also to levy a tax sufficient to pay the interest and provide a sink- 
ing fund for the bonds, and the governor was empowered to sell 
or hypothecate the issues at the best price obtainable, the commis- 
sion on sale, however, being restricted to not more than 1 per cent. 
The governor and the comptroller and treasurer were at logger- 
heads for a time, the latter officers declining to give their signa- 
tures to the engraver on the ground that it would place the credit 
of the state in the engraver's hands. 2 Only three hundred and fifty 
of the bonds were sold during this period and these in the year 
1871 and at an average price of 89.4. The gross amount received 
was $313,200, which, after deducting commissions, left a net amount 
of $312,200. 3 Of the three hundred and fifty sold, one hundred 
and seventy-four were exchanged for cash held in the Agricultural 
and Mechanical College fund, leaving only one hundred and sev- 
enty-six disposed of to outsiders. These circumstances attest a 
difficulty of sale due to lack of faith in the state's credit. The in- 
terest on these bonds was met and a sinking fund was established. 
The sinking fund, however, was not invested in United States 
bonds, but was used to retire the frontier defence bonds, and up to 
August 31, 1874, $53,000 of these bonds had been redeemed. 

Beginning with the fiscal year 1870 there were annual deficiencies 
in the current revenue, and bond sales were resorted to for the pur- 
pose of making ends meet. In May, 1871, $400,000 10 per cent 
bonds, redeemable in lawful currency of the United States after 
two years and payable after five years, were authorized to cover the 
deficiencies of 1871 and 1872, and in December, 1871, an issue of 
$2,000,000 7 per cent, twenty year bonds, were authorized for de- 
ficiency purposes. There were no restrictions as to the price at 
which these bonds should be sold, and in the case of the December 
issue no limit as to the commission that might be paid for sale. 4 In 
May, 1873, $500,000 10 per cent bonds, redeemable after three 

1 Gammel, Laws of Texas, VI, 219. These are known as the frontier 
defence bonds. 

2 The San Antonio Daily Herald, September 7, 1870. 

statement of the Comptroller. House Journal, 16th Legislature, First 
Session, p. 79. 

4 Gammel, Laws of Texas, VI, 1008; VII, 65. 
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years and payable after ten years, were authorized for the pur- 
pose of funding state warrants. 1 There were sold in 1871 and 
1872 two hundred and fifty-two of the deficiency bonds authorized 
by the act of May 2, 1871. At an average price of 93.5 they yielded 
gross $235,870.74, but with commissions deducted the net amount 
received was $229,375,94, and $156,433.47 of this amount was 
received in state warrants. 2 None of the deficiency bonds author- 
ized by the act of December 2, 1871, were sold, and only $89,800 
of the 10 per cent funding bonds were issued up to August 31, 
1874. In addition to bonds sold, three hundred and fifty of the 
frontier defence and one hundred of the deficiency bonds were 
hypothecated with Williams and Guion of New York for $327,- 
074.70. 

Excluding $650,000 of debt authorized by the act of March 4, 
1874, because it represents a measure of the administration which 
succeeded the Eeconst ruction, there was added to the funded debt 
of the state up to August 31, 1874, a gross amount of $900,900. 
There was redeemed during the period $57,100 of debt, so that 
the net addition was $843,800. There was besides a floating debt 
of $1,568,826.31, making a total debt contracted before January 
14, 1874, or the date when the democratic administration suc- 
ceeded the radical, of $2,412,626.31. There was also the debt due 
the school and university funds which was classed as of doubtful 
validity and which amounted to $809,311.67. The sum of the 
recognized and the doubtful debt is $3,221,937.98. Deducting 
$950,321.88, — which is the sum of the debt ascertained by the 
auditorial boards of 1866 and 1871 ($251,047.84), the debt of 
doubtful validity with accrued interest due the university fund, 
and the indebtedness to the school fund under the act of Novem- 
ber 15, 1864, — as the amount of pre-reconstruction debt, there re- 
mains $2,271,606.10. This latter amount is the debt imputable 
to Eeconstruction. The portion of this which was incurred dur- 
ing the Davis administration is approximately $2,172,262.21. 

The debt policy of the reconstructionists is open to sharp criti- 
cism. The issue of bonds to meet deficiencies in the revenue when 
caused by extravagance in expenditures is illegitimate financiering 

^ammel, Laws of Texas, VII, 571. 

2 House Journal, 16th Legislature, First Session, p. 79. 
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and is to be wholly condemned. The funded debt also existed in 
five different shapes and was issued under as many different stat- 
utes. A debt issued under more uniform provisions would probably 
have been more inviting to capitalists. Considering, however, the 
character of the state government at this time and the doubtfulness 
of state credit generally, the prices at which the bonds were sold 
were fair. 

The result of the large floating debt was injustice to creditors, 
an added cost to the state for supplies purchased, and collusion 
between officials and creditors in the payment of warrants. 1 The 
discount on warrants was as much as 50 per cent, and the spectacle 
was presented of men and boys employed by merchants to stand in 
the treasurer's office from morning until night to watch for de- 
posits. 2 Suggestions were made for paying warrants according to 
their date or number, and for making them receivable at the treas- 
ury in discharge of debts due the state, but neither of these was 
adopted, though the former would seem to have been desirable. As 
soon as the new administration came into power the payment of 
warrants dated before January 15, 1874, was temporarily arrested, 
but they were allowed 8 per cent interest from date of registration 
with the comptroller. 3 

But for the chance obstinacy of the comptroller and the opposi- 
tion of the governor, Texas would have issued from the Kecon- 
struction period saddled with a heavy debt representing subsidies 
to railroads. The state was under moral obligation to the Inter- 
national Railroad Company to adjust its claim to a subsidy, be- 
cause construction of the road had begun and the company had 
otherwise met the conditions of the chartering act. The blocking 
of the will of the legislature and of the governor in this matter by 
the comptroller, while his action redounded to the welfare of the 
state, was, to put it mildly, extraordinarily presumptious. In the 

x Message of Governor Coke, February 10, 1874. Warrants outstanding 
on the general revenue fund amounted on August 31, 1872, to $544,745.24; 
on August 31, 1873, to $679,404.83; on August 31, 1874, to $628,370.23, 
and warrants outstanding on the school fund at the latter date amounted 
to $104,577.74. 

2 House Journal, 12th Legislature, Second Session, p. 435; message of 
Governor Davis, January 14, 1873; message of Governor Coke, February 
10, 1874. 

8 Act of March 7, 1874. Gammel, Laws of Texas, VIII, 241. 
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adjustment of the matter a very respectable element favored a 
subsidy and thought that this kind of aid generally would be the 
most effective in securing railroads. The cost, however, which this 
policy would have involved would have been beyond the ability of 
the state, and the grant of land and exemption from taxation for 
twenty-five years to the International company and land grants to 
other companies is to be regarded as a wise solution of the vexed 
question. 

CONCLUSION 

The salient features of the Eeconstruction financial period of 
Texas history are the large growth of expenditures, the great in- 
crease in taxation, and the rapid accumulation of a comparatively 
heavy debt. The finances do not indicate the rule, however, of 
such venal and pillaging adventurers as infested other southern 
states with carpet-bag governments. At the same time there was 
more open abuse of public trust than at any other period of the 
state's history. An adjutant-general was guilty of defalcation of 
about $30,000/ the funds of the treasury department were used 
for a time to abet private ends and its books fell into "reckless 
disorder, 2 petty jobbery existed in supplying state institutions, and 
bribery was charged on high authority to have been instrumental in 
securing the subsidy to the International railroad. 

^ouse Journal, 13th Legislature, p. 34. 
*House Journal, 13th Legislature, p. 27. 
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